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PG/10/76 CONF IDENTIAL

BCONGMIC RECCNSTRUSTION GROUD

Hinutes of the meeting held at 10.00 a.m.-
on Thursday, 11th June, 1576 at the
kuu of Commons.

Present: sir Qeoffrey Howe, MP  (Chairman)
Mr, Howell, WP .
Mr, Notr, HP
Mr, Priow, MF

Mr, Ridley
Mr, Cardona {secretaries)
Apologiant Hr, Biffen, WP

Mr. Gilmouz, MP
. §ir Xeith Joseph, MP
Mrs. O weim, MP

Mr. Griffiths .

A, Mr. Ridley's pa on Reviviag the Private sector

1., Copporate taxaticn

It vas agread tMt there was little scope For givl.na
allovances to indus Iut one uscful measure would be to enminate
the deferred tax Liab: lities arising £ron the Government's tax
concessions on stock appreciatica.

Ideally corporats taxation should be much sinfler, with no
spacial sllovances or reliePs, and probably a much lower genarel rate.

Altering the level of ccrpora:a tax vas the easisst way to
Telieve corporata liguidity in the short| :nm. buk was no solution
tn tha prnblem o the long=term decling in profits. Higher. 1i qus.dzry

pogad to profitability - would, on past trends, ba paild ou
i.n hlgher wvages.

2. Corperate liquidity

:t w2 agread that i‘nstimtiml refcms of i.nurest rates, the

.bmk system, equity banks, Finance Por Industry,. atc,, were simply

Plni““‘i which would not solve the Pundamental’ px-ahlan. which was
rrofitabiicy.

Improved control .of bom-dnu by local suthordties and mciannlised
industries vould ease the 'crowding—out' of private indus\:ny
the -capital markets,

3. faving

gaving (or ‘capital-formation') was essentisl if gonal standards
2f living were to be temperarily reduced in favour of industry. The
proposais of the policy group on wider ownership of assets should be
referred to at this point in Hr. Ridiay's paper,

It wag agreed that three things could be done te ancourage
savingi-

[£3] thﬂ rales governing unlt trusts, pension Funds ®Tc, should be
asiar to oparate withing
(11) d:.vrldsnd controla showld be abolished;
(111} the investment income surcharge threshold should be railsed,



4, Exchanga-wratas
Floating made uxpw-ting dipficult for some companies with long-
tam pz’cjec:s. The problema caused by floating exchange rates
i Further investigation.
5. Managers

Whatever could be done to teach managers about inflation -
aceounting should be dons.

6. Company low

Hore research was needed to establish the case For allowing
ampller groups of sharaholders to call extraordinary meetinga, as in

‘ha Usa.

B, Mr. Ridley's paper on Secracy

The paper i genenl d t, Giving pecple - and
especially the trade unions - a information was esgsential 18
unpleasant decisions which rmzuirnﬂ vide assent were to be tiken,

The tachnical quality of Treasury foracasting would-ba imprwad

if thare werw greater intellectusl fraedom ami oomam: with
ocutzlde world,

G. The Council of wise Man

.. The proposal of a councll of idvisers way su';verriq!.‘a,ny attractive

but—
(1) it had been tried before, and ' Ze o
{ii) it was not at all clear who ‘conid be aﬁain:«d ta the comngil.

Furthermore it vas better te Wiild on existing institutidns-ds far-as
possible, N h

D Tax l:red.it!

q © IT was &greed that tax mdits 'shwld continue :a ba Ehﬂ Fariy's
ohg-tern 1., Meanwhile there were thres sagential poincs to be
borne in wmind:
{1) smployers should tax benefits (when this wam- possible)s

(i1) a reduced rate band of income tax would wake implemesitation of
tax credita cheaperi

(111} child credits should be introduced as scon a3 possible:
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